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1963 HIGHLIGHTS 


SALES GAIN OF 15% OVER PRIOR YEAR. 


STORES INCREASED TO 169 IN 120 CITIES OF 
THE UNITED STATES AND CANADA. 


TWO MAJOR NEW MARKETING DIVISIONS 
LAUNCHED. 


OUTSTANDING SHARES REDUCED 32%. 


UNIQUE APPROACH DEVELOPED FOR 
PROSPECTIVE ACQUISITIONS. 


FINANCIAL 


FOR THE YEAR ENDED JUNE 30: 


Net sales . 

Income before taxes 
Federal taxes on income . 
Net income 


Earnings per share . 


AT JUNE 30: 
Retained earnings 
Current assets 
Current liabilities 
Working capital 
Long term debt. 
Net worth (Stockholders equity) . 
Equity per share of common stock 
Number of shares outstanding 


Number of stockholders 
and nominees. 


1963 


$20,310,127 


1,117,522 
409,089 
708,433 

.67 


$ 2,689,928 


8,409,197 
2,330,573 
6,078,624 
5,450,484 
3,169,771 

2.99 
1,060,938 


2,479 


1962 


$17,693,507 


1,226,259 
245,794 
980,465 

.63 


$ 1,981,495 


7,343,739 
1,212,656 
6,131,083 
2,133,280 
5,962,199 

3.82 
1,561,061 


3,004 





TO THE STOCKHOLDERS 


Fiscal 1963 was a most eventful year in 
the progress of your Company. Net Income 
of $708,433 for the year produced earnings 
of $0.67 per common share on the 1,060,938 
shares outstanding at June 30, 1963, com- 
pared to Net Income for the previous year 
of $980,466 which produced earnings of 
$0.63 on the 1,561,066 shares outstanding 
at June 30, 1962. Consolidated Sales totaled 
$20,310,127 during the year, up 15% from 
fiscal year 1962. 


REDUCTION OF OUTSTANDING 
COMMON SHARES 


Outstanding common shares were re- 
duced by 500,123 during the year through 
the Exchange Offer approved by stock- 
holders in November. A total of $3,500,- 
000 of 614% Debentures due in 1978, plus 
Warrants to purchase 245,000 shares of 
common stock, were issued to stockhold- 
ers in exchange for the 500,123 shares 
surrendered to the corporation. The Com- 
pany realized no cash proceeds from the 
Exchange Offer. The Debentures were 
accepted for trading on The New York 
Stock Exchange in February. 


ACQUISITION PROSPECTS 


Two potentially important new growth 
opportunities were developed during the 
year through negotiations with Cost Plus, 
Inc. of San Francisco, and with Radio 
Shack Corporation of Boston. Agree- 
ments were created which enable your 
Management to measure the earning abil- 
ity of both companies prior to making an 
equity investment in them and in their 
marketing fields. Options held by your 
Company, if exercised, would give it a 38% 
interest in Cost Plus, Inc., and a 62% in- 
terest in Radio Shack Corporation. 


Cost Plus, Inc. is an importer and re- 
tailer of home furnishings, decorations, 
housewares and gifts. Its overseas buy- 
ers make merchandise selections in scores 
of established and remote producing cen- 
ters of the world, and sales are made to 
the public from one retail location in San 





Francisco. This importer-direct-to-con- 
sumer marketing plan offers the attrac- 


tion of extremely low selling prices for 
tastefully chosen merchandise of a unique 
and handcrafted character which cannot 
be readily duplicated. Annual sales volume 
at the San Francisco location has grown 
from $650,000 in 1958 to more than 
$3,000,000 in the current year. 


Through a financial and distribution 
agreement, your Company obtained, in 
September, an option to acquire an equity 
in Cost Plus, Inc., and rights to establish 
additional Cost Plus stores, under Tandy 
Corporation ownership, in other cities. 
Stores have been opened in San Mateo 
and Richmond, California, and in Fort 
Worth, Dallas, and San Antonio, Texas. 
With the opening, shortly, of stores in 
Houston, Texas, and San Leandro, and 
San Jose, California, a total of eight Cost 
Plus stores will be operating under Tandy 
Corporation ownership. The Tandy-oper- 
ated Cost Plus stores are projected to pro- 
duce near $1.5 million in sales in fiscal 
1964. 


Several months operation of the Tandy- 
owned import stores has already demon- 
strated the broad appeal and public ac- 
ceptance of the merchandise lines. Addi- 
tional operating and profit experience is 
now being gained by your Management so 


yi so oe ee ee en re ea 


that rapid expansion of this new Division 
can be accomplished when the determi- 
nation is made to do so. 


Radio Shack Corporation is a distribu- 
tor of consumer and industrial electronic 
components, equipment and parts with 
sales in its 12 New England stores and 
mail-order division totaling near $15 mil- 
lion in the current year. 


In April, your Company concluded an 
agreement which granted it immediate 
management control and options to ac- 
quire a majority of the stock of Radio 
Shack Corporation. Radio Shack in re- 
cent years has recorded substantial op- 
erating losses and new programs have 
been instituted in financial planning, op- 
erations, and marketing to restore prof- 
itability. The resumption of a favorable 
earnings trend by Radio Shack will (1) 
make desirable the exercise, by your Com- 
pany, of its options to acquire controlling 
interest of Radio Shack Corporation and, 
(2) furnish a sound basis for expansion 
of that company into a national multi- 
store operation. 


Under a collateral franchise agreement, 
the five electronic supply stores present- 
ly operated by Tandy Corporation have 
adopted the name, supply services and ad- 
vertising program of Radio Shack Cor- 
poration. Until the controlling interest in 
Radio Shack is actually acquired, how- 
ever, operation of the Tandy Corporation 
electronic stores will remain financially 
and operationally separated from Radio 
Shack Corporation. 


MANAGEMENT 
DEVELOPMENT 


In recognition of sound and productive 
performance records in Division manage- 
ment, and to broaden the executive group 
participating in the development of com- 
pany policy and objectives, the Board of 
Directors named three new Vice Presi- 
dents in February, 1963. Mr. Lewis D. 
Shows, General Manager of the Tex Tan 
Welhausen Company Division, Mr. John 
H. Simpler, General Manager of the Cor- 
ral Sportswear Company Division, and Mr. 
Philip Welhausen, General Manager of 


the Tex Tan Western Leather Company 
Division, will each serve as a Vice Presi- 
dent of the corporation and will continue 
in charge of their respective Divisions. 


OPERATIONS 


Record years in Sales and Earnings 
were enjoyed by several of the major Di- 
visions of the Company, setting the pat- 
tern for additional gains in 1964. A studied 
review and realignment is being made of 
those units and programs which have 
made little or no contribution to earnings. 


At a rate averaging two per month, 28 
new retail stores were opened by your 
Company in the past year. This 20% in- 
crease in the number of store units called 
for additional investment in inventories, 
fixtures and starting costs. The capital 
required to support this expansion arose 
from earnings, as has been the case in 
each prior year. It is expected that the 
earnings of these new stores will become 
significant after their second year of op- 
eration. 


For the coming year emphasis will be 
placed upon greater service to the expand- 
ing markets served by the Company, upon 
bringing the newer divisions and sales 
units to their profit potential as rapidly 
as possible, and upon developing the two 
prospective acquisitions so that they may 
become attractive additions to the Com- 


pany. 


A WORD OF APPRECIATION 


Your Board of Directors and Manage- 
ment wish to express appreciation to each 
employee for his contribution to the ad- 
vancement of the Company this year, to 
each stockholder for his continuing sup- 
port and interest in the success of these 
efforts, and to each customer and supplier 
for a most valued relationship. 


OD 


Sincerely, 


President. 





The Tandy Leather Company continues to be the 


largest retailing division, with 124 stores. 


This 


multi-store experience is being applied to the de- 
velopment of the newer divisions of the company. 


TANDY LEATHER 
COMPANY 


ALABAMA 

Birmingham, 1715-A 3rd Ave. No. 

Mobile, 553 Dauphin St. 

ARIZONA 

Phoenix, 230 E. Roosevelt 

Tucson, 1025 E. 6th St. 

ARKANSAS 

Fort Smith, 519 Towson Ave. 

Little Rock, 922 Main St. 

CALIFORNIA 

Anaheim, 465-67 North Loara St., 
Anaheim Center 

Bakersfield, 1308 19th St. 

Downey, 9108 Stonewood, 
Stonewood Shopping Center 

Fresno, 1536 Fulton St. 

Inglewood, 2429 W. Manchester 

La Mesa, 5500 Grossmont Center Dr. 

Long Beach, 127 W. 7th St. 

Los Angeles, 2514 W. 7th St. 

Oakland, 2773 Telegraph Ave. 

Sacramento, 1313 Jay St. 

San Bernardino, 478 ‘D’ North St. 

San Diego, 936 2nd Ave. 

San Francisco, 1110 Mission St. 

San Jose, 371 S. Ist St. 

Torrance, Del Amo Center— 
Hawthorne & Sepulveda Blvd. 

COLORADO 

Aurora, 11676 Montview Blvd. 

Denver, 1535 Broadway 

Pueblo, 521 N. Santa Fe 

CONNECTICUT 

Hartford, 290 Main St. 

DELAWARE 

Wilmington, 202 W. 8th St. 

DISTRICT OF COLUMBIA 

Washington, D. C., 1741 Connecticut 
Ave., N. W. 

FLORIDA 

Jacksonville, 609 Laura St. 

Miami, 2757 W. Flagler 

Tampa, 207 E. Tyler St. 

GEORGIA 

Atlanta, 408 Peachtree St., N.E. 

HAWAII 

Honolulu, 1330 S. Beretania 

IDAHO 

Boise, 731 Main St., Pioneer Bldg. 

ILLINOIS 

Berwyn, 7049 West Cermak Rd., 
Cermak Plaza 

Chicago, 182 No. Wabash Ave. 
Evergreen Park, 95th St. at 

Western 

Niles, 346 Golf Mill Shopping Center 

Rockford, 507 East State St. 

Springfield, 302 East Adams 

INDIANA 

Fort Wayne, 1017 S. Harrison St. 

Indianapolis, 106 S. Pennsylvania 

IOWA 

Davenport, 311 W. 3rd St. 

Des Moines, 606 Mulberry St. 

KANSAS 

Wichita, 306-8 N. Main 

KENTUCKY 

Louisville, 214 South 8rd St. 

Louisville, Mid City Shopping 
Center, 1250 Bardstown Rd. 

LOUISIANA 

New Orleans, 427 Baronne 

Shreveport, 406 Spring St. 

MARYLAND 

Baltimore, 311 N. Eutaw St. 

MASSACHUSETTS 

Boston, 749 Boylston St. 

MICHIGAN 

Detroit, 4823 Woodward Ave. 


Grand Rapids, 2045 S. Division Ave. 


Pontiac, Pontiac Mall Shopping 
Center, 391 N. Telegraph Rd. 


MINNESOTA 

Duluth, 3 East Superior St. 

Minneapolis, 1105 Nicollet Ave. 

Minneapolis, Apache Shopping 
Center, 37th & Silver Lake Rd. 

St. Paul, 16 E. Sixth St. 

MISSISSIPPI 

Jackson, 113-115 S. Roach St. 

MISSOURI 

Kansas City, 1219 Grand Ave. 

Mehlville, South Country Shopping 
Center, Lemay Ferry Rd. & 
Lindberg Highway 

St. Louis, 1710 Olive St. 

Springfield, 212 S. Campbell Ave. 

MONTANA 

Missoula, 624 So. Higgins 

NEBRASKA 

Omaha, 1814 St. Mary’s Ave. 

NEW JERSEY 

Newark, 597 Broad St. 

NEW MEXICO 


Albuquerque, 403 Copper N.W. 
Alamogordo, 914 Hawaii St. 


NEW YORK 


Albany, 33 Central Ave. 

Buffalo, 952-954 Main St. 

Huntnegton Station, L.I. 250-2 Rt. 
Walt Whitman Shopping Center 

New York City, 1128 Ave. of the 
Americas 

New York City, 
18-20 West 14th St. 

New York City, 384 5th Ave. 

Rochester, 41 South Avenue 

Syracuse, 353 East Onondaga St. 

White Plains, 182 Mamaroneck 
Ave. 

NORTH CAROLINA 

Charlotte, 417 E. Trade 

OHIO 

Cincinnati, 911 Main St. 

Cleveland, 1278 Ontario St. 

Columbus, 140 E. Gay St. 

Dayton, 137 East 3rd St. 


OKLAHOMA 


Oklahoma City, 120 W. Sheridan 
Tulsa, 1517 S. Harvard 


OREGON 
Portland, 1227 SW Fifth Ave. 


PENNSYLVANIA 


Erie, 21 W. 11th St. 

Philadelphia, 124 So. 13th St. 

Pittsburgh, 314 Boulevard of the 
Allies 

Scranton, 334 Adams Ave. 


RHODE ISLAND 
Providence, 466 Westminster St. 


SOUTH CAROLINA 

Columbia, 1307 Hampton Street 
SOUTH DAKOTA 

Rapid City, 515 Main St. 
TENNESSEE 


Knoxville, 1205 N. Central St. 
Memphis, 1482 Madison Ave. 
Nashville, 136 8th Ave., N. 


TEXAS 


Amarillo, 426 S. Tayor St. 
Austin, 413 W. 6th St. 
Beaumont, 665 Pearl St. 
Corpus Christi, 915 Leopard St. 
Dallas, 1601 Main St. 
El Paso, 111 E. Overland 
Fort Worth, 1515 S. University 
Houston, 1302-04 Dallas Ave. 
Houston, 323 Northline Mall 
Northline Shopping Center 
Lubbock, 1218 Avenue H 
Odessa, 210 N. Grant 
San Antonio, 306 E. Commerce 
San Antonio, Wonderland Shopping 


City 
Waco, 1016 Austin Ave. 





UTAH 
Salt Lake City, 164 E. 2nd St., So. 
VIRGINIA 


Norfolk, 110 W. York St. 
Richmond, 416 E. Main St. 


WASHINGTON 


Seattle, 2024 Third Ave. 
Spokane, N. 1807 Division 
Tacoma, 751 St. Helen’s Ave. 


WEST VIRGINIA 


Charleston, 118 Washington St. 
West 


WISCONSIN 


Green Bay, 525 Main St. 
Milwaukee, 2210 N. 3rd St. 


CANADA 


ALBERTA 
Edmonton, 9757 Jasper St. 
Calgary, 519 Centre St., So. 


BRITISH COLUMBIA 
Vancouver, 580 Howe St. 
MANITOBA 

Winnipeg, 232 Main St. 
ONTARIO 


Barrie, John St. 
London, 355 Talbot 
Toronto, 107 King St., E. 


QUEBEC 
Montreal, 1218 Rue Drummond 


AMERICAN 
HANDICRAFTS 
COMPANY 


CALIFORNIA 


Los Angeles, 3010 W. 7th Street 
San Francisco, 1126 Mission Street 


COLORADO 

Denver, 625 S. Broadway 
FLORIDA 

Jacksonville, 606 Laura 
GEORGIA 

Atlanta, 3104 Peachtree Road, NW 
ILLINOIS 

Chicago, 182 North Wabash Ave. 
Chicago, 5832 West Chicago Ave. 
INDIANA 

Indianapolis, 16 North Delaware 
IOWA 

Des Moines, 707 Grand Avenue 
MICHIGAN 

Detroit, 4831 Woodward Avenue 
MINNESOTA 

Minneapolis, 1109 Nicollet Avenue 
MISSOURI 

St. Louis, 1308 North Kingshighway 
NEW YORK 


New York City, 4 East 16th Street 
New York City, 18-20 West 14th 


OHIO 


Cleveland, 4707 Euclid Avenue 
Columbus, 81 East Long Street 





UNITED STATES 


PENNSYLVANIA 


Philadelphia, 1206 Walnut Street 
Pittsburgh, 505 Fifth Avenue 


TENNESSEE 
Nashville, 2112 Eighth Ave. South 
TEXAS 


Dallas, 1601 Main Street 

Fort Worth, 1515 S. University 
Houston, 1304 Dallas Avenue 
San Antonio, 306 East Commerce 


WASHINGTON 
Seattle, 2028 Third Avenue 


MERRIBEE 
EMBROIDERY 
COMPANY 


ILLINOIS 


Chicago, Evergreen Park Shopping 
Center 


NEW JERSEY 
Newark, 595 Broad St. 
NEW YORK 


New York, 384 Fifth Ave. 
New York, 1128 Avenue of the 


Americas 
New York, 18 West 14th St. 
White Plains, 182 Mamaroneck Ave. 


TEXAS 


Dallas, 1601 Main Street ; 
Fort Worth, 1515 S. University 


WESTERN 
SADDLERY 


ARKANSAS 

Little Rock, Village Shopping 
Center 

FLORIDA 

Orlando, 3213 W. Colonial Dr. 

NEW MEXICO 

Albuquerque, 4817 Central Ave. NE 

TEXAS 

Fort Worth, 1515 S. University 

UTAH 

Salt Lake City, 4854 So. State St. 


COST PLUS 
IMPORTS 


CALIFORNIA 


Richmond, 350 Carlsen Blvd. 
San Mateo, 25 W. 43rd Ave. 


TEXAS 


Dallas, 1601 Main Street : 
Fort Worth, 1515 S. University 


ELECTRONICS 


TEXAS 

Dallas, 1601 Main Street : 
Fort Worth, 1515 S. University 
Houston, 2315 Travis 
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The American Handicrafts 
Company Division manufactures 
and distributes supplies and ma- 
terials used in the major forms 
of handicraft work through its 
own chain of 24 retail and mail- 
order stores, as well as through 
33 of the Tandy Leather Com- 
pany Division stores. 

In bulk quantities, and in in- 
dividual kits, materiais are sup- 
plied to nearly 20,000 institu- 
tions and organizations, and to 
77,000 individual buyers, most 
of whom represent class, club or 
camping groups. Candle making, 
basket weaving, and decorative 
metal working are typical of the 
leading craft activities to which 
this Division caters. For several 
years, the American Handi- 
crafts Company has also been 
one of the largest importers and 
distributors of mosaic tile for 
handicrafts work. 

The customers served by this 
Division are closely related to, 
and often identical with, those 
served by the Tandy Leather 
Company Division. The contin- 
ued development of both Divi- 
sions shows that a consolidation 
of their operations should serve 
as an added sales stimulus to 
both, while permitting substan- 
tial economies to be made. Steps 
toward such a consolidation are 
to be taken during the coming 
fiscal year. 


The Tandy Leather Company 
Division, specializing in the 
manufacture and distribution of 
leatherworking equipment, sup- 
plies and materials, enlarged its 
store system to 124 with the ad- 
dition of 16 new stores during 
the year. 

To serve more efficiently its 
individual and institutional cus- 
tomers, the Tandy Leather Com- 
pany Division supplements its 
retail store marketing activities 
with an active mail-order pro- 
gram. The customer list of the 
mail-order program now in- 
cludes approximately 30,000 
institutions and 233,000 individ- 
uals, representing practically 
every community listed in the 











United States Post Office Di- 
rectory. 

Leatherworking, as a medium 
of manual arts, therapy and 
eraft activity, and as a semi- 
professional hobby, continues its 
gain in popularity and use. New 
accounts established during the 
year with schools, institutions, 
and organizations, both public 
and private, represent an in- 
crease in the number of such fa- 
cilities as well as renewed em- 
phasis, by teachers, counselors 
and therapists, on the value of 
productive handcraft activity. 
This same emphasis appears, 
also, to be growing in the choice 
of recreational activity by indi- 
viduals. 


HANDICRAFTS CATALOG 











The Tex Tan Western Leather 
Company Division recorded the 
largest sales volume ever in its 
more than 30 years of producing 
and distributing fine saddlery 
and riding equipment. Through 
close support of its dealer organ- 
ization, which was expanded 
thirty per cent during the year, 
through experienced attention to 
product style and value, and 
through a well-coordinated sales 
program, this Division has 
moved into the lead in its in- 
dustry. 

The present rate of shipments, my ay Sa re ey 
together with advance order |. === =< @©® == 
bookings and reports from the ist * ™ eons 
field, point to another record- 
breaking year in sales and earn- 
ings for this Division, 


LEO SADDLELOG 


% TAN WESTERN LEATHER COMPANY 
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The Tex Tan Welhausen Com- 
pany added considerably to its 
industry position during the 
year with increased sales of the 
well designed line of fine leather 
goods and accessories manufac- 
tured and marketed by this Di- 
vision. In a highly competitive 
market, the Tex Tan Welhausen 
Division has moved forward by 
efficiently coordinating its pro- 
duction and sales program and 
by offering consistently high 
quality in its leather accessory 
lines. Prompt delivery and serv- 
ice have also given Tex Tan Wel- 
hausen an advantage in filling 
the needs of department store, 
men’s store and gift store buy- 
ers. 

Accessories made of genuine 
alligator will lead the line this 
coming year. Possession of the 
manufacturing skill required to 
produce a full line of accessories 
in this expensive leather, to sell 
within an attractive price range, 
is another advantage upon which 
the Tex Tan Welhausen Division 
is able to capitalize. 











A combined gain of 34% in 
sales was realized during the 
year by the five retail stores 
which make up the Western 
Saddlery Division. The stores of 
this Division offer “everything 
to outfit the rider and his horse,” 
and cater exclusively to the 
needs of the very active and 
growing pleasure riding market. 

Customer service is of a high- 
ly personalized nature and for 
this reason the stores serve pri- 
marily their immediate trade 
area. A nominal mail-order pro- 
gram is maintained, however, 
for the convenience of customers 
in remote areas. The social and 
recreational activities which ac- 
company horse ownership and 
pleasure riding have contributed 
a great deal to the increasing 
popularity of the sport. 


Exceeding the million dollar 
sales mark for the first time in 
its ten-year history, the Corral 
Sportswear Company Division 
also produced its greatest earn- 
ings during the fiscal year 1963. 

The “‘Jo-O-Kay” brand of pop- 
ular leather sportswear fashions 
is designed, manufactured and 
marketed direct to its national 
dealer organization by this Di- 
vision. An effective program of 
consumer advertising has assist- 
ed in the sales increase at Corral 
and has gained for that Division 
a place in the growing market 
for fine leather wear. While re- 
sponding to the current consum- 
er demand for stylish leather 
fashions, Corral has continued 
to expand the sales of its tradi- 
tional lines of sportswear. It is 
expected that the Corral Sports- 
wear Company Division will set 
new sales and earnings records 
in the coming year. 








Fashions 
in 
Leathers 














The Merribee Embroidery 
Company Division now operates 
eight stores which sell, at retail, 
the needle art and embroidery 
materials produced in its own 
plant, as well as related lines of 
kniting and weaving supplies. 
Augmenting the retail sales at 
the stores is a national catalog 
and mail order sales program. 

In its year and one-half of op- 


eration as a Division, the Merri- 
bee Embroidery Division has 
demonstrated the almost univer- 
sal desire on the part of women 
to Iearn and do fine needlework 
and knitting. The design and 
production of appealing projects 
and patterns will continue to be 
the task of Merribee in filling 
its place in the giant needle arts 
industry. 





The Electronics Division ex- 
perienced a surge forward dur- 
ing the year as a result of the 
distribution franchise agree- 
ment entered with Radio Shack 
Corporation of Boston. The three 
stores of this Division now offer 
a broadened selection of parts, 
materials, tools, high fidelity 
components and associated items 
to the individual consumer and 
to institutions. 

Sales are made over-the-coun- 
ter in the stores as well as 
through mail order. The 125,000 
customers located west of the 
Mississippi River who recently 
received mail order sales litera- 
ture are made up of individual 
hobbyists, amateur radio opera- 
tors, teachers, researchers, ‘“‘hi- 
fi” enthusiasts, and communica- 
tions and maintenance engi- 
neers. Electronics, in its various 
forms, has become an important 
factor in the American manner 
and standard of living, as ex- 
emplified by the survey which 
disclosed nearly 50 electronic 
tubes in use in the typical Unit- 
ed States household. 





In the summer of 1963, the 
third Tandy Craft and Hobby 
Mart was completed and opened 
for business. This new 43,000 
square foot unit is located at 
Wonderland Shopping City in 
San Antonio, Texas, and, like 
the earlier two ‘“‘Marts” in Fort 
Worth and Dallas, contains re- 
tail stores of the six retailing 
Divisions of the Company, plus 
tenant shops which specialize in 
associated craft and hobby 
fields. 

As a concept designed to make 





prime retail locations available 
to the store systems of the Com- 
pany, and to obtain for them the 
benefits of combined consumer 
traffic, the ““Mart” program is 
well suited for use in the major 
trade areas of the country. De- 
velopmental costs of the first 
three such units have largely 
been absorbed, and the profita- 
bility of the “Marts” in the fu- 
ture will relate directly to the 
earnings of the store units op- 


erating within them. 
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Since obtaining a distribution 
agreement in September, 1962 
for imported handcrafted con- 
sumer items, this new Division 
has established five retail stores 
and three more will open in the 
Fall of 1963. The public demand 
for the unusual and distinctive 
in home decor and furnishings 
has enabled each store to achieve 
a brisk sales volume and cus- 
tomer following quickly. 

A trans-shipping warehouse is 
being established at the port of 
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Houston, Texas, to serve the 
stores of the Southwest, while 
the Richmond, California, ware- 
house will continue to serve the 
West Coast stores through the 
port of San Francisco. A smooth 
flow of merchandise from the 
overseas manufacturer-shipper 
to the retail customer is one of 
the key functions of the Cost 
Plus Imports Division. The prof- 
itability of this Division, and its 
increasing sales, appear assured 
in the coming year. 


TANDY CORPORATION 





CONSOLIDATED 
June 30, 1963 and 1962 
ASSETS 
Current assets: 1963 1962 
Cash ee Se ee a a gene ee ee eh 2 $ 942,254 $ 470,065 
U.S. Government securities, at cost, approximating market value . 27,000 467,143 
Accounts and notes receivable: 
Trade, less allowance for doubtful accounts . pated ee 2,331,710 1,916,184 
Other, including current portion of long term notes receivable . 210,548 57,645 
Inventories, at lower of approximate cost or market: 
Finished merchandise . ES oa 3,896,635 3,625,620 
Raw materials and work in process 952,847 734,298 
Prepaid expenses . 48,203 72,784 
Total current assets . 8,409,197 7,343,739 
Property and equipment, at cost (Note 3): 
Buildings and improvements 148,105 152,505 
Machinery, equipment, furniture and fixtures . 1,314,083 1,082,286 
1,462,188 1,234,791 
Less—accumulated depreciation . 755,231 590,676 
706,957 644,115 
Land 46,302 54,802 
753,259 698,917 
Long term notes receivable (Note 2) 540,000 Tae 
Deferred charges and other assets 248,372 265,479 
Unamortized excess cost of investment in certain 
consolidated subsidiaries (Note 1) 1,000,000 1,000,000 
$10,950,828 $9,308,135 
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AND SUBSIDIARIES 


BALANCE SHEET 


LIABILITIES AND STOCKHOLDERS EQUITY 





Current liabilities: 


Notes payable to bank . 

Purchase obligations due within one year (Note 3) 
Accounts payable . 

Accrued expenses . 


Federal income tax (Note 4) 
Total current liabilities . 


Other liabilities: 
Purchase obligations due after one year (Note 3) 


5% Convertible subordinated noncumulative 
income debentures, due 1975 (Note 5) 


614% Subordinated debentures, due 1978 (Note 6) . 
Other noncurrent liabilities . 


Stockholders equity: 


Common stock, $1 par value: 
2,000,000 shares authorized 
1,696,574 shares issued (Note 7) 


Capital surplus . eer: 
Retained earnings (Note 8) . 


Less—common stock in treasury at cost (Note 6)—635,636 


and 135,513 shares at June 30, 1963 and 1962 respectively . 


1963 


750,000 
155,828 
320,691 
700,773 
403,281 


2,330,573 


623,540 


1,202,100 
3,500,000 
124,844 


5,450,484 


1,696,574 
3,031,369 


2,689,928 


7,417,871 


4,248,100 
3,169,771 


$10,950,828 


1962 


258,324 
201,848 
513,852 
238,632 


_ 1,212,656 


779,401 


1,202,100 


151,779 


2,133,280 


1,696,574 
3,031,369 


1,981,495 


6,709,438 


747,239 


5,962,199 
$9,308,135 
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TANDY CORPORATION 


AND SUBSIDIARIES 





CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Year ended June 30 





Income: 
Net sales 


Other income 


Costs,expenses and other charges: 
Cost of products sold and other operating expenses . 
Selling and administrative expenses . 
Provision for depreciation and amortization 
Interest on 5% subordinated debentures 
Interest on 614% subordinated debentures 


Other interest charges, less interest income . 


Income before federal income tax . 


Provision for federal income tax (Note 4) . 


Net income . 
Retained earnings at beginning of year . 


Retained earnings at June 30, 1961 of subsidiary acquired in 1962 through 
an exchange of stock and accounted for as a pooling of interests 


Retained earnings at end of year 
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1963 
$20,310,127 


138,267 


20,448,394 


10,963,363 
8,031,926 
145,310 
60,105 
104,300 


25,868 


_ 19,330,872. 


1,117,522 


409,089 


708,433 


1,981,495 


$ 2,689,928 


1962 
$17,693,507 


91,397 
17,784,904 


9,285,551 
7,051,790 
138,567 


60,592 


22,145 
16,558,645 


1,226,259 


245,794 


980,465 


990,153 


10,877 


$ 1,981,495 





Note 


Note 


NOTES TO FINANCIAL STATEMENTS 


1 — Unamortized Excess Cost of Investment in 
Certain Consolidated Subsidiaries 


During the fiscal year ended June 30, 1960, 
$1,000,000 was paid in final settlement of the 
purchase price for certain subsidiaries acquired 
in 1955. This final settlkement was capitalized as 
goodwill, the excess cost of the subsidiaries aris- 
ing from prior purchase payments having been 
amortized during the period from acquisition 
through June 30, 1960. At the time of capitaliz- 
ing the final settlement, the Board of Directors 
approved a plan for reviewing the propriety of 
the goodwill valuation annually. In the opinion of 
the board, there has been no decrease in this 
value since June 30, 1960. 


2— Long Term Notes Receivable 


Long term notes receivable at June 30, 1963 
consist of the following: 


Participation in bank loan to 
Radio Shack Corporation . 


Note receivable from Cost-Plus, Inc., 
8%, due in installments of $60,000 
on February 1, 1964 and $30,000 
on each succeeding August 1 and 
February 1 . . $300,000 


Less—amount due in one year . 60,000 


$300,000 





240,000 
$540,000 








The company’s participation in the loan to 
Radio Shack Corporation is fully subordinated 
to that of the bank, and no principal payments 
are to be allocated to the company’s participa- 
tion until the bank’s portion is paid in full. The 
loan bears interest at 6%, and the loan agree- 
ment between the bank and Radio Shack Corpora- 
tion provides, among other things, that the loans 


are secured by pledge of Radio Shack’s accounts 
receivable and inventories. 


In conjunction with its participation in the bank 
loan, Tandy Corporation acquired, for $5,000, 
options to purchase 237,687 shares of common 
stock of Radio Shack Corporation from the cor- 
poration itself and 355,881 shares from certain 
of its stockholders, a total of 593,568 shares. All 
options are exercisable on or before June 30, 
1964, except that under certain conditions the 
term of the options will be extended to December 
31, 1964. The option price is to be the per share 
book value, adjusted as provided for in the option 
agreements, of the common stock of Radio Shack 
Corporation, determined as of June 30, 1963, 
but, as to the 237,687 shares covered by the 
option granted by Radio Shack Corporation, not 
less than par value at the time of purchase. With- 
in ten days subsequent to the determination of 
the option price per share (which determination 
has not yet been made), Tandy Corporation is 
to pay to the grantors an amount which, when 
added to the $5,000 previously paid, will equal 
10% of the aggregate option price, or forfeit all 
rights under the options. At June 30, 1963, Radio 
Shack Corporation’s capital stock consisted of 
1,000,000 shares of authorized common stock 
(par value $1), of which 709,649 shares were 


issued. 


The loan to Cost-Plus, Inc. was made under 
the terms of an agreement providing, among other 
things, for the issuance to the company of trans- 
ferable warrants for the purchase of 150,000 
shares of common stock of Cost-Plus, Inc. at a 
price of $2 per share, exercisable at any time 
to February 1, 1968. 
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Note 3—Purchase Obligations 


Purchase obligations at June 30, 1963 com- 
prised: 


Portion due Portion due 








within after 
one year one year 
Notes payable in connection with pur- 
chase of assets of Tex Tan of Yoakum, 
6%, payable in four annual install- 
ments a te . $ 61,488 $184,466 
Notes payable to profit-sharing trusts 
of Tex Tan Division, 4%, payable 
1964-1966 . Od tenes 267,074 
Non-interest bearing notes payable in 
connection with the acquisition of 
two companies in 1961, due in three 
equal annual installments . 59,000 118,000 
Notes payable in connection with ac- 
quisition of two companies in 1962, 
due in four equal annual installments 18,000 54,000 
Sundry notes payable . 17,340 
$155,828 $623,540 











Certain of the above purchase obligations with 
unpaid balances aggregating $660,656 are secured 
by the mortgage of property and equipment car- 
ried in the consolidated balance sheet at a net 
amount of approximately $174,051. 


Note 4— Federal Income Tax 
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Federal income tax has been provided on the 
basis of separate returns to be filed for each com- 
pany. No provision was required in fiscal 1962 
on the parent company’s taxable income of ap- 
proximately $501,000 because of the application 
of net operating loss carryovers from prior years. 
Only $10,000 (approximately) of these net oper- 
ating loss carryovers remained for application in 
fiscal 1963, with the result that the total tax pro- 


Note 


Note 


vision is substantially increased over the preced- 
ing year. 


5 —5% Convertible Subordinated 
Noncumulative Income Debentures 


The debentures are not secured and are subordi- 
nated to certain types of indebtedness of the com- 
pany as set forth in the indenture. The deben- 
tures are convertible into common stock at the 
rate of one share of common stock for each $10 
principal amount of debentures, and are callable 
at 110% of the principal amount plus accrued 
interest. 


Noncumulative interest at the rate of 5% per 
annum is payable semiannually on October 1 and 
April 1 if “net income of the company,” as de- 
fined in the indenture, for the fiscal year ended 
on the preceding June 30 equals or exceeds 5% 
of the principal amount of debentures outstand- 
ing on September 15 next after the close of the 
fiscal year. If such net income equals or exceeds 
2%2% but is less than 5% of such principal 
amount, interest is payable on the succeeding 
October | and April | at the rate of 242% per 
annum. If such net income is less than 242% of 
such principal amount, no interest is payable on 
the succeeding October 1 and April 1. Under 
these provisions, interest at the rate of 5% per 
annum will be payable on October 1, 1963 and 
April 1, 1964 for the semiannual periods ending 
on those dates. 


6—6'4%% Subordinated Debentures 


Under the terms of an Exchange Offer dated 
November 9, 1962, Tandy Corporation offered to 
stockholders, in exchange for each 14-2/7 shares 
of common stock surrendered to the company, 





$100 in principal amount of the company’s 614 % 
Subordinated Debentures due January 1, 1978, 
and transferable warrants to purchase seven shares 
of common stock at $7.50 per share between 
January 1, 1965 and December 31, 1967, or 
$9.00 per share between January 1, 1968 and 
December 31, 1969. 


In connection with the foregoing offer, 500,123 
shares of common stock were surrendered (and 
placed in the treasury) in exchange for which the 
company issued debentures in the aggregate prin- 
cipal amount of $3,500,000 and warrants for the 
purchase of 245,000 shares of common stock. 


The debentures may be redeemed at the option 
of the company, as a whole or in part, at any time 
after January 1, 1965 at the principal amount and 
accrued interest, or surrendered at the option of 
individual holders at any time between January 
1, 1965 and December 31, 1969, in payment at 
face value for common stock purchased upon ex- 
ercise of the warrants previously described. 


The debentures are subordinate to all “senior 
indebtedness” (as defined in the Indenture), in- 


Note 


Note 


cluding purchase and borrowed money obligations 
and the 5% convertible subordinated income de- 
bentures. 


7 — Capital Stock 


At June 30, 1963, 120,210 unissued shares of 
common stock were reserved for conversion of 
5% convertible subordinated income debentures 
at the rate of one share of common stock for 
each $10 principal amount of debentures. War- 
rants are outstanding for the purchase of 245,000 
shares of common stock as described in Note 6. 


8 — Dividend and Other Restrictions 


The indentures covering the company’s two de- 
benture issues impose, under certain conditions, 
restrictions on the payment of dividends (other 
than dividends payable in capital stock of the 
company) and on the purchase, redemption or 
other retirement by the company of any shares 
of any class of its capital stock. Under the most 
restrictive of the provisions, retained earnings of 
approximately $2,500,000 are not available for 
payment of dividends at June 30, 1963. 
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PRICE WATERHOUS g COO.- 


First NATIONAL BANE BuILDING 


FORT WoRTH = 


August 22; 1963 


To the Board of pirectors and stocknolder® 
of Tandy corporation 


Tn our opinion, the accompanyine statements present 
fairly the eonsolidated financial position of Tandy corporation 
and its subsidiarie® at June 30, 1965 ana the results of their 
operation® for the year then ended, in conformity with generally 
accepted accounting principle® applied on 2 pasis consistent with 
that of the preceding year. Our examination of these statements 
was made in accordance with generally accepted auditing standards 
and accordingly included such cests of the accounting records and 
such other auditing procedure® as we considered necessary in the 


circumstance? - 


CES L tahoe <2 
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